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STATE OF IOWA 
DEPARTMENT OF COMMERCE 
IOWA STATE UTILITIES BOARD 

IN RE: 1 
1 

IOWA TELECOMMUMCATIONS SERVICES, ) SPU-03 -- 
1 
1 

COOPERATIVE 1 

INC. dlblal IOWA TELECOM and 
HEART OF IOWA COMMUNICATIONS 

JOINT APPLICATION FOR APPROVAL OF DISCONTINUANCE 
OF SERVICE AND TRANSFER OF CERTIFICATE 

Iowa Telecommunications Services, Inc. d/b/a Iowa Telecom (Iowa Telecom) and Heart 

of Iowa ... Communications Cooperative (Heart of Iowa), Joint Applicants, file this Joint 

Application pursuant to Iowa Code Section 476.20 for discontinuance of service and Section 

476.29 for transfer of a certificate. Heart of Iowa has entered into an Asset Purchase Agreement 

as of August 7,2003, to acquire the assets of Iowa Telecom necessary to provide local exchange 

service in the Conrad, Eldora and Steamboat Rock, Iowa exchanges. Such acquisition will result 

in a discontinuance of service by Iowa Telecom and a continuance of the service by Heart of 

Iowa, except for certain expanded local calling plans. Joint Applicants seek to have the current 

certificate of public convenience and necessity issued to Iowa Telecom for its Conrad, Eldora and 

Steamboat Rock exchanges transferred to Heart of Iowa In support of this Joint Application, the 

Joint Applicants state as follows: 

1. Heart of Iowa is an Iowa cooperative with its principal ofice at 502 Main Street, 

Union, Iowa. It is a public utility providing local exchange telecommunications service as 
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deYined by Iowa Code $476.1. Heart of Iowa i s  a nonrate-regulated local exchange carrier 

currently providing local service in ten (1 0) Iowa exchanges. 

2. Iowa Telecom is an Iowa corporation with its principal ofice at 11 5 S. Second 

Avenue West, Newton, Iowa. Iowa Telecom is a public utility providing local exchange 

telecommunications service as defmed by Iowa Code $ 476.1. It is a rate-regulated local 

exchange carrier currently providing local service in 294 Iowa exchanges. 

3. Heart of Iowa has contracted to acquire the Conrad, Eldora and Steamboat Rock 

exchanges fiom lowa Telecom. Heart of Iowa i s  prepared to complete the acquisition as soon as 

regulatory approvals can be obtained. 

4. After the acquisition, Iowa Telecom would no longer provide local exchange 

services to the Conrad, Eldora and Steamboat Rock exchanges, but those services would instead 

be provided by Heart of lowa, except for certain expanded local calling plans. 
.. 
5. Section 476.20(1) o f  the Iowa Code provides that a utility shall not discontinue 

service to a community unless permission to do so is obtained firom the Board. 

6. Board Rule 7.12 applies in this case since the termination and transfer ofthe right 

and duty to provide utility service by Iowa Telecom is incident to the transfer of its utility 

property through the sale to Heart of Iowa. 

7. Board Rule 7.12(5) provides that the application will be granted “ifthe board 

finds the transferee is ready, willing and able to provide comparable utility service.” 

8. Board Rule 22.16 is applicable to the discontinuance of certain 

expanded local calling plans. The information required in Rule 22.16(2) is 

provided within this Joint Application and the Affidavjt of David Schmidt. The 

date for the discontinuance of service would be upon the close ofthe acquisition. 

9. Section 476.29(3) of the Iowa Code provides: 
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A certificate is transferable, subject to approval of the board 
pursuant to 5 476.20 subsection 1 and for purposes of a rate 
regulated local exchange utility shall be treated by the board in the 
same manner as a reorganization pursuant to ss476.76 and 476.77. 

Iowa Telecom is a rate-regulated local exchange utility but the reorganization 10. 

provisions of Iowa Code $4 476.76 and 476.77 are not applicable: 

(a) Iowa Code Section 476.76(1) defines ‘keorganization” 
to include “The. . . sale.. . ofthe whole or any 
substantial part of a public utility’s assets.” 

Board Rule 32.2(2) defines “substantial part” to 
include “assets . . . with a value in excess of 
3 percent of the utilities’ Iowa jurisdictional utility 
revenue during the immediately preceding 
calendar year or $5 million, whichever is greater.” 

The Asset Purchase Agreement for the Conrad, 
Eldora and Steamboat Rock exchanges does 
not exceed $5 million , -  

(b) 

(c) 

.-_ 1.1. Heart o f  Iowa has provided local exchange telecommunications services since 

1958 when it was created through the merger of Union Cooperative Telephone Company and 

New Providence Cooperative Telephone Company. It is experienced in providing such service 

as a ceflificated local exchange service provider in the State of Iowa and has continuously 

provided service in compliance with the Board’s rules and requirements. Heart O f  Iowa is 

presently certified and provides service in ten exchanges in Iowa including the Conrad, Eldora 

and Steamboat Rock exchanges. As demonstrated by its history of providing service in the State 

of Iowa and in these exchanges, Heart of Iowa, as transferee, is ready, Willhg and able to 

provide comparable utility service in the Conrad, Eldora and Steamboat Rock exchanges. 

12. The relevant facts pertaining to this application include: 

(a) Heart ofIowa provides service to over 5200 access lines. 
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Iowa Telecom provides service to some 174 access lines in its Conrad 
exchange, 574 access lies in its Eldora exchange and 67 access lines in its 
Steamboat Rock exchange. 

As evidenced by its history of telecommunications senice and the 
affidavit of David Schmidt, its General Manager, Heart of Iowa is able to 
provide for the management, accounting, customer relations, technical 
requirements and regulatory compliance for service to customers in the 
Conrad, Eldora and Steamboat Rock exchanges. 

AS shown by the affidavit of Steven P. Hams, its outside auditor, Heart of 
Iowa i s  financially able to acquire the assets and provide service to the 
customers ofthe Conrad, Eldora and Steamboat Rock exchanges. 

The only service of Iowa Telecom which will not be continued by Heart of 
Iowa is certain expanded local calling plans. 

Technical services will be dispatched to the Conrad, Eldora and Steamboat 
Rock exchanges &om Heart of Iowa headquarters in Union. Management 
aid accounting functions are presently provided through the home office 
of Iowa Telecom in Newton. These services will be provided by Heart of 
Iowa through its office in Union. 

After the acquisition, Conrad, Eldora and Steamboat Rock will remain 
exchanges of Heart of Iowa. The Conrad, Eldora and Steamboat Rock 
customers of Iowa Telecom will be sewed through the Heart of Iowa 
tariffs at the same local rates as currently paid by Heart of Iowa customers 
in these exchanges. Access charges will be as provided in the current 
Heart of Iowa access tariff. 

13. All other services of Iowa Telecom in the Conrad, Eldora and Steamboat Rock 

exchanges will also be transferred to Heart of Iowa as part ofthis transaction, including 

interexchange and internet services. 

14. The toll and local service customers will he transferred h m  Iowa Telecom to 

Heart of Iowa. The Board has previously held that this change of servlce by sale does not trigger 

Rule 22.23 (Terril Telephone Cornpony, Docket No. SPU-00-1, Order, March 22, 2000; US West 

and Citizens, Docket No. SPU-99-31, Order, May 5,2000). 

15. Iowa Telecom rates are governed by the price regulation provisions of Iowa Code 

Section 476.97( 11). Under 5 476.99(1), price regulated local exchange carriers must make 
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prbvision to “Reflect in rates any changes due to changes in the average cost of the local 

exchange carrier resulting fiom the sale o f  an exchange in this state.” As supported by the 

Affidavit of David M. Anderson, there will be no such changes as a result of this transaction. 

16. In C O M I X ~ ~ O ~  with this transaction, the Joint Applicants will require a waiver of 

the study area requirements of the Federal Communications Commission (FCC). Gs the Board is 

aware, the FCC requires a written statement from the Board that it does not object to the waiver 

before it will consider a study area waiver. Thus, Joint Applicants reqjiest the Board to state in 

its final order that it does not object to the grant ofa study area waiver by the FCC in connection 

with this transaction. 

As Heart of Iowa is ready, willing and able to provide comparable utility service to the 

Conrad, Eldora and Steamboat Rock exchanges, Joint Applicants request approval of the 

discontinuance of service by Iowa Telecom, the transfer of the Iowa Telecom certificate for the 

Conrad; Eldora and Steamboat Rock exchanges to Heart of Iowa, and a statement by the Board 

that it does not objectto the grant of a study area waiver by the FCC in connection with this 

transaction. 

. .  

DAVIS, BROWN, K O E ~ @ I O R S  & 
ROBERTS, P.C. 
The Financial Center 
666 Walnut Street, Suite 2500 
Des Moines, IA 50309-3993 
Telephone: 51 5/288-2500 
Facsimile: 515/243-0654 

ATTORNEYS FOR THE JOINT APPLICANTS 
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AFFIDAVIT OF DAVID L. SCHMIDT 

STATE OF IOWA ) 

COUNTY OF "N) 
) ss: 

David L. Schmidt, of lawful age, fm duly sworn deposes and says: 

I am the General Manager of the Heart of Iowa Communications Cooperative (Heart of 
Iowa). I have held this position since June of 1984. I have over 21 years of experience in the 
telecommunications business. I started with HeM of Iowa in 1982. Prior to my present position, 
I served from 1960 until 1980 as a Communicator in the U.S. Marine Corps. I was assigned to 
Headquarters, Marine Corps in Arlington, Virginia, service in Califomi4 except for two tours 
overseas and the CG Fleet Marine Force PacZdCommander in Chief Pacific at Camp H.M. 
Smith, Hawaii. My h a l  six years of service in the Marine Corps were with the White House 
Communications Agency, Defense Communications Operations Unit. This agency provides all 
communications support to the President of the United States as well as the Vice President and 
White House staffs whether in the White House or traveling anywhere in the world. I started 
working for Heart of Iowa Telecommunications Cooperative as the Operations Manager and was 
promoted to the General Manager in 1984. In my career I have been involved in nearly every, 
task in operating a telephone company. My management functions have included administdive, 
technical, financial, customer relations and regulatory matters. I have long worked with both 
insideand outside plant. 

I have reviewed the Joint Application for Approval of Discontinuance of Service and 
Transfer of Certificate and it is true and correct to the best of my knowledge and belief. 

Heart of Iowa provides local exchange services in ten (10) Iowa exchanges including 
Conrad, Eldora and Steamboat Rock and in part of an eleventh exchange. Heart of Iowa also 
offers toll service for its customers. Heart of Iowa also provides cable TV services in its Albian, 
Liscomb, New Providence and Union/whitten exchanges. It intends to expand that service to 
Conrad, Eldora and Steamboat Rock at some future time after acquisition. 

In addition to myself, Heart of Iowa currently has 23 full-the employees. Of these 
employees, 13 provide services in connection with the business office and 10 provide technical 
services. 

We will be able to handle any of the technical services required for the Conrad, Eldora 
and Steamboat Rock exchanges. The management and accounting functions, which have been 
previously performed for Iowa Telccom at its corporate office in Newton, will be performed 
after acquisition by Heart of Iowa at its office in Union. 

Heart of Iowa has a business office in Conrad which is staffed half days and a full time 
business office in Eldora. 

s o o m  
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Service in Conrad, Eldora and Steamboat Rock is currently provided by Iowa Telecom 
through a Nortel DMSlO switch at Eldora and an AGCSLucent GTD-5 switch at Conrad. 
Steamboat Rock is switched through Eldon. Mer acquisition the Iowa Telecom customers in 
these exchanges will be switched through the Heart of Iowa EWSD Siemens Stmmberg Carlson 
switch in Union. 

The customers will actually experience reductions in their local rates. The rate 
comparisons are attached as Exhibit A. The services w i U  be provided under the existing Heart 
of Iowa tariff for these exchanges. Access charges will be billed under the existing Heart of 
Iowa access tariff. Heart of Iowa has no present plans for any rate changes. Service will be 
enhanced as DSL services will be available to the Conrad, Bldora and Steamboat Rock 
customers. 

Iowa Telecom currently provides local calling plan services to the Conrad, Eldora and 
Steamboat Rock customers. These are the Community Plus Calling Plan and Premium Calling 
Plan. The Community Plus plan provides for 96 per minute calling to exchanges within 30 miles 
of Conrad, Eldora and Steamboat Rock for S1.00 per month. Heart of Iowa provides the same 
plan and there will be no change for those customers. 

The Premium Calling Plan is unique to Iowa Telecom which provides up to 12,500 
minutes of local calling to exchanges within 30 miles of Conrad, Eldora and Steamboat Rockifor 
a charge of $25.00 per month for residential customers and $50.00 per month for business 
customers. Heart of Iowa does not currently offer that service. Iowa Telecom also offers an 
Extended Local Calling Plan in the Eldora exchange which offers 70 minutes of intraLATA 
calling for $5.00 per month and 8# per minute over 70 minutes. Heart of Iowa does not offer 
that plan. After the sale, customers currently served by those plans will not have those plans 
available. 

There are currently about 112 Premium Calling Plan residential customers and 2 business 
customers. We have reviewed the usage of thosc customers. 16 residential customers showed 
“0” usage in August. Of the remaining 96 residential customers, 42 used more than 300 minutes 
per month with 5 of them not exceeding 320 minutes per month. The usage by the remaining 
customers is 11 under 500 MOU, 16 up to 1,000 MOU and 10 over 1.000 MOU per month. The 
2 business customers used 320 MOU or less per month. In the Extended Local Calling Plan in 
Eldora there are only 31 customers. Of these, only 14 had over 70 MOU in August and only 1 
exceeded 250 MOU. 

Heart of Iowa will offer a new discounted nationwide toll plan which will allow 100 
minutes for $7.95,300 minutes for $22.95, 500 minutes for $36.95 and 1,000 minutes for 
$69.95. Minutes over the allotted amount will be billed at 10 cents per minute, except for the 
100 minute option which will be at 12 cents. As a red t ,  most ofthe customers will be 
unaffected by the loss of the discontinued plans and all will have the additional benefit of a 
national rather than 30 mile calling scope. The few who are above the break-even point of the 
discontinued plans will have reasonable options. 



TWO of the customers using higher minutes per month have their calls directed to 
numbers for internet service. The Conrad, Eldora and Steamboat Rock customers have more 
than 3 internet service providers available to them on a local calling basis. In addition, the 
Conrad, Eldora and Steamboat Rock internet customers will have high speed DSL service 
available through Heart of Iowa This offers a benefit to the internet customer. 

Heart of Iowa personnel will consult personally with those customers using over 300 
minutes per month under the Premium Calling Plan at least 30 days prior to the discontinuance 
of the plan and work with the individual customers to ascertain the most economical toll calling 
plans applicable to their calling patterns available fiom all the carriers available to Heart of Iowa 
kough INS. 

EAS services presently offered by Iowa Telecom for the Conrad, Eldora and Steamboat 
Rock exchanges will be maintained. Additionally, the customers in Conrad will add E M  to 
Union-Whitten and Liscomb and those in Steamboat Rock will add E M  to Union-Whitten and 
New Providence. 

Heart ofIowa i s  providing cable service in the Albion, Liscomb, New Providence and 
Union-Whitten exchanges. We provide this through INS over our telephone plant. It is OUT 
intent for the future to add this service in Conrad, Eldora and Steamboat Rock. Heart of Iowa 
has looked forward to the potential of this transaction for many years. Heart of Iowa has the 
technical, financial and managerial ability to provide comparable utility service to the Coma$ 
Eldora and Steamboat Rock exchanges and is ready and willing and anxious to do so, 

.._ 
I hereby state that the foregoing is bue and correct. 

A 

U 3 J U  
David L Schmidt, General Manager 
~ e a r t  o f  Iowa Communications Cooperative 

fi Subscribed and sworn to before me this fi day of November, 2003. 



Exchange Name Type of IT Local IT €AS IT Monlhly 
01 Servica h a  Service or Exch Rate Rate 

HlCC IT Oplional SeNlu, Offering Service or 
Monthly Local Calllng Piand Service Pian 

Service Pian Rate 

Head of Iowa's Subscrlbar Line Charge and 911 charges will ba the sane a Iowa Teiecam are today. 
Residcnlial and single llne Business will be $6.50 and muifi line Eu6fnesa S9.20. E911 $1.00 

Iowa Telscon Local Calling PI1W an opiional intraslete, InlraiATA one-wsy services to other erchanges l t h i n  a ihIrty(30) rnlle radius. 
me Premium Calling Pian has a usage Ibnll of 12,500 minules per monih. 

m . 3  

Rate Premium Community 
Calling Ptan Plus Plan 

I Monthly Rate 

-. 
0 

Heart of Iowa has sovaral calllnp planr, one is lhe same as ITS Community plus Plan a1 $1 .OO p l u ~  .OBlmIn 
Heart of Iowa also bundle calling minutes (60 or 120) wth custom call features for residenliai only. 
Heart of Iowa does not have a "Premium Calling Plan" 51 (D 

.. 

~ N ;I 
~ 2 1  N 

\ 
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Conrad R1 512.62 $3.84 516.46 
641366 E1 $25 22 5.7 69 $32 $1 

Bus KeyANnk 535.88 511 54 $4712 
Csnbex LinelNAR 51010 S11 54 E29.M 

El&ra R1 112.62 $1.82 $14.44 
641858 E1 $25.22 5165 528.87 

Bus KeyflIJnk ss.86 55.48 541.38 4 

I Cenmx LinatNAR S I 8  10 $5.48 S23.56 

ttl e 
- 

EXHIBIT IBJ 

$15 00 525.W $1.00 + 8#knin Resoenilai single line 

$30 W S5O.M 11.00 + W m n  Busineas mLiYi~ne 
NtA s50.w $1 00 + wnin Cenlmx Amass line 

91250 SZ5.00 $1.00 *SP& IResldentla,sinplelne 
S25.W $50.00 $1.00 + Wmrn Ihsiness sinple ihe 
Szs 00 5so.m SI OD + wdn 18usinos muwine 

tuIA 550.00 $1 .OD * 9#/rmn lCenimx Access Uno 

$30 00 s5o.m s i  .oo + w~ ~ l n ~ ~ ~  

512.62 52.52 515.14 
641868 01 525.22 $5.06 53028 

Bus Kay,Tmrdc ws.88 $7.68 543.55 
CBnre~ U n W  $18.10 $7.68 525.70 

0 Steamboat Rock R I  

$ 
$12 50 525.00 SI .OO +Q#ndn Rddentlal alngle line 
525.00 550.00 31 W +9tlmln Bushess jnpls line 
525.W 55O.GU $1 .W + 9#mn ~uahess mulrhe 

NIA 550.00 S1.W + 9#dn Csnlren Acrass line 



AFFIDAVIT OF STEYEN P. HARMS 

p ~canmmnn..r.11116814 & w m p  Inr Steven P. €Iarms 
Kiesling Associates LLP 



AFFIDAVIT OF D. MICHAEL ANDERSON 

STATE OF IOWA 

COUNTY OF POWESHIEK 

1 
) ss: 
1 

I, D. Michael Anderson, state on oath that I am Vice President-External Affairs of Iowa 
Telecom. In that position, I am responsible for managing the day-to-day contacts and work 
activities with state and federal regulatory agencies, legislative bodies, and industry groups. 

As a price regulated company, we would need to make provision for changes in rates if 
there were material changes in the average cost as a result of the sale of these exchanges. There 
will be no such change in cost as a result of this transaction. The Conrad, Eldora, and Steamboat 
Rock exchanges are three of the smaller of our 294 exchanges in the State of Iowa We do not 
have exchange cost information, and therefore, are unable to identify the change in the average 
cost of the company resulting from the sale of these exchanges. We do have investment and 
rexenue information by exchange. The change in plant per access line would be a decrease of 
.84%. The change in revenue per access line would be a decrease of -09%. We would expect the 
change in average cost to be an increase due to the effect of the smaller number of lines sharing 
the joint and common costs of the company. Any changes would be so insignificant that they 
would not affect mes. 

I hereby state that the foregoing is true and correct, as I verily believe. 

Further affiant sayeth not. 

D. Mikhael Anderson 
Vice President-External Affairs 
Iowa Telecom 

Subscribed and worn to before me this &day of November, 2003. 

Not& Public 



CERTIFICATE OF SERVICE 

I hereby certitify that I have this day served the foregoing docunient on the following 
persons and parties as required by the rules of the Iowa Utilities Board: 

John R. Perkins, Consumer Advocate 
Office of Consumer Advocate 
310 Maple Street 
Des Moines, IA 50319-0063 

Dated this 19th day of November, 2003. 

Robert F. Holz, Jr. 

. .. 
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